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Conservatives to deliver nationwide superfast broadband by 2017 
As part of our plans to Get Britain Growing, the Conservatives today unveiled plans to help make the UK the first major European country that has superfast broadband in the majority of homes by 2017.

It will achieve this by changing the regulatory framework and ending BT’s local loop monopoly by allowing other operators to use their ducts and poles thereby encouraging competition in the superfast broadband market. 

· We will create a regulatory framework to ensure the roll out of superfast broadband at speeds of up to 100mbps to the majority of homes across the UK by 2017. This could involve either mobile or fixed line solutions and will be significantly faster than the Government’s proposed target. Our objective is to make the UK the first major European country to achieve this aim, securing its place as a European and global hub for the creative industries. 
· We will end BT’s local loop monopoly by allowing other operators to use their ducts and poles thereby encouraging competition in the superfast broadband market. This approach has proved successful in other countries such as Singapore and South Korea: these countries are global leaders in superfast broadband infrastructure.

· We are committed to universal access to superfast broadband speeds. If the market does not deliver this in certain areas we will consider using the proportion of the licence fee dedicated to digital switchover to finance superfast broadband roll out under the new BBC licence fee settlement, starting in 2012. This amount would be leveraged to maximise the investment made, either by making it available as loans or on a matched funding basis. 
Shadow Secretary of State for Culture, Media and Sport, Jeremy Hunt, commented: 

"If Britain's digital and creative industries are to become world beaters they must have a proper communications infrastructure. We are currently one of the slowest countries in the developed world for broadband. With the Conservatives we'll become one of the fastest. High speeds will be available not just in our cities but across the rural areas that have been left behind for too long.
“These regulatory changes will create the right conditions for sustainable growth and ensure that the digital sector plays a leading role in a competitive, balanced economy."
Background

NESTA has estimated that if we build a superfast broadband infrastructure the UK would benefit from the creation of 600,000 ICT jobs over the next four years, with an additional £18 billion added to GDP
. This estimate does not include the indirect impact such a network would have on our creative industries. 

 

We are a world leader in content creation but we need an updated digital infrastructure to ensure we have similar competitive advantages in the distribution of this content. A superfast broadband network would do just that. 

Our approach
 

Our policies will help deliver superfast broadband to the majority of the country. We believe that the starting point for government action in this area should be to ensure that all barriers to investment have been removed and that a competitive market place for superfast broadband can develop. Only once such an environment has been created can an assessment be made of the necessity of further government or regulatory intervention. 

 

The government’s Digital Britain report makes clear the current regulatory and investment climate will mean the market delivers “competitive coverage of superfast, next generation broadband for between half and two-thirds of the population”
.  However its definition of “superfast” falls well below the 100 Mbps speeds that we believe will be necessary if the UK is to lead the world in the development of new businesses in telemedicine, online education and interactive broadcasting. Our policies will help the market go further by creating more competition and encouraging more private sector investment in faster networks. When these changes are implemented we believe it is reasonable to expect market-led delivery of superfast broadband to upwards of two thirds of the population. 

 

Once the market has been allowed to develop there may be some areas, in particular remote rural parts of the UK, that still do not receive superfast broadband. At that point we will consider further government intervention as detailed later in this note. 

Policies 
1) Access to BT’s infrastructure 
 

· We will force BT to open up its infrastructure, including ducts and dark fibre, to other operators. This will allow others to build high speed networks and ensure that we do not rely solely on BT for the provision of superfast broadband. 

 

Civil engineering represents the largest cost associated with building a superfast broadband network. The Broadband Stakeholders Group estimate it can be up to 80 per cent of the total cost
. Ofcom and a number of operators have suggested that granting access to BT’s infrastructure, including ducts and cabinets, would significantly reduce these costs and encourage private sector investment into superfast broadband networks.
 

As part of their review into the state of BT’s ducts, Ofcom stated that, “Providing access to existing ducts, and therefore reducing the cost of deploying fibre for Communication Providers, is one solution that may lower the barriers to entry”
.
 

Other operators have publicly argued that opening up access to BT’s infrastructure will ensure greater investment in superfast broadband. Talk Talk Group argue that, “If we allow BT to be the only company that can use its ‘monopoly’ copper and ducts assets to develop these new networks then we will have weaker investment and competition and consumers will lose out”.
 

 

We will therefore legislate to mandate access to BT’s existing infrastructure and allow other operators access to their ducts. This legislation will give Ofcom a duty to ensure open access to existing infrastructure. 

 

2) Access to sewers and other ducts
 

· We will investigate the potential use of other infrastructure, such as sewers, for the delivery of superfast broadband. 

 

In other nations such as France access to other utility infrastructure has been key to the competitive role out of superfast broadband. The Parisian sewers, for instance, have been utilised by France Telecom and others to lay fibre
.  

 

There has been no assessment of what use could be made of utility infrastructure within the UK. Although Ofcom are going through a process of surveying BT’s ducts they do not have the remit or capability to survey all utility infrastructure. 

 

We will therefore work across government to carry out a survey of all infrastructure, including water, electricity and gas, to assess the role that sharing this sort of infrastructure will have in the roll out of superfast broadband. 

 

Once such a survey has been carried out the relevant duties will be placed on utility infrastructure companies to mandate access to infrastructure capable of delivery a superfast broadband network.
 

3) Building regulations
 

· We will update building regulations to ensure all new build developments are able to receive superfast broadband. 

 

There should be an industry standard for superfast broadband included in housing regulations to ensure each new home is capable of receiving superfast broadband through a fibre to the home network. The construction industry should include such networks as standard practice to all new build homes.

 

The Australian Government has just published draft legislation along these lines. This will ensure that for all new developments where a fixed line is installed, this line is a fibre optic one.

 

4) Overhead delivery of fibre 
 

· Current regulations will be amended to allow widespread aerial deployment of fibre using BT’s existing telegraph poles. 

 

The use of telegraph poles to deliver fibre overhead is a much cheaper alternative to digging up the roads. Widespread aerial deployment using this sort of approach is commonplace in Japan and the USA.
 In both cases it has considerably reduced the cost of building out a network. 

 

We will therefore amend the 2003 Electronic Communications Code to allow the delivery of fibre using BT’s telegraph poles. Since fibre optic cables are far more efficient and have far higher capacity than old copper wire cables, there will be no detrimental effect on visual amenity. Provided local authorities and local residents give their consent to such a delivery method this should be encouraged as a low cost way of building a superfast broadband network to some parts of the UK. 
5) Business rates 
 

· We will re-examine the case for changing the rating system for fibre networks with a view to removing all current disadvantages suffered by new operators. 

 

Private sector investors should not be disadvantaged compared to BT and other large-scale operators in terms of the business rates applied to fibre networks. A more level playing field would encourage other players to build out networks. Currently smaller fibre networks pay disproportionately more than larger networks. As such it harms the business case for smaller operators to build local networks and favours larger incumbent operators. 

 

Currently the rateable value of a pair of BT optical fibres is around £15 per pair per kilometre per annum whereas the rateable value applied to the first pair used by a competitive carrier is £500 per pair per kilometre per annum. In addition BT pays no increase in rates with an increased use of fibre
. Other operators are rated on each incremental kilometre brought into use. As such the current system is heavily weighted in favour of the incumbent and acts as a detriment to smaller operators building fibre networks. It has been described as "the biggest single barrier to joined-up investment” by Eurim, a parliamentary-industry discussion group
. 
 

We will publish new guidance that will provide a clear and updated statement on the levels of business rates to be charged on all fibre networks. We will realign business rates to create a level-playing field for investment, aimed at encouraging new operators and ensuring that smaller companies and start-ups are not unfairly penalised. Our updated rates will be revenue-neutral to the Treasury. 
 

6) Rural Broadband and the licence fee
 

· We support the use of any underspend from the digital switchover fund being used to establish a universal broadband network of 2 Mbps by 2012. We believe that this approach could be continued post 2012 if the market has not started delivering superfast broadband. 

 

Currently the Government is proposing to establish a Network Design and Procurement Group to allocate £200 million that is estimated will be left from the digital switchover fund to ensure all communities can receive broadband of 2 Mbps by 2012. We broadly support this approach although we believe an objective if 2 Mbps is pitifully unambitious. 

 

Post-2012 we believe there will be a case for examining the impact our regulatory changes have made to the delivery of superfast broadband. By this stage it will be possible to make a more intelligent estimate of how far the market will in fact deliver. It is likely that there will still be some aspects of rural Britain that the market will not serve. 

 

If this is so we believe there is a case, acting with the BBC and pursuant to its sixth public purpose of delivering to the public the benefit of emerging communications technologies and services, for continuing the 3.5 per cent proportion of the licence fee that currently goes on digital switchover into the next licence fee settlement. This would create a £130 million per year digital fund. We will examine whether Digital UK, the body which is overseeing digital switchover, could continue managing this fund, to facilitate the switchover from current generation to next generation, superfast broadband. 

Rather than providing this funding in large block grants we would prefer to see it administered in an innovative manner. This could involve match funding superfast broadband projects that local authorities are investing in and offering funding in the form of low interest loans. 

 

We believe that over a five year period this could create a Digital Fund worth upwards of £1.3 billion in terms of new investment. 
Once the target of broadband at speeds of 50-100 Mbps has been realised, the use of the proportion of the licence fee currently dedicated to digital switchover will come to an end. All subsequent savings will be passed back to licence fee payers. 

 

Conclusion
 

We will oversee the delivery of a superfast broadband network to the majority of the population through market based solutions. By changing the regulatory environment we believe private sector investment will deliver such a network to more than the government’s estimate of two thirds of the population. 

 

If after two years it is clear that this approach will still leave some parts of the population unserved by superfast broadband we will establish a Digital Fund, administered by Digital UK, to support locally driven projects in these areas. 

 

This approach will ensure that Government intervention does not prejudge what the market will deliver and ensure the taxpayer is not facing an unnecessary burden. But it will also ensure we have the digital infrastructure we need to help our creative industries lead the economy towards growth and make sure that every community can benefit from superfast broadband. 
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